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CIMA CIMAPRA19-F03-1 (F3 Financial Strategy) Certification Exam covers a wide range of topics related to financial strategy
development and implementation. CIMAPRA19-F03-1 exam covers topics such as the analysis of financial statements, the
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CIMAPRA19-F03-1 study material applies to all types of candidates. Buying a set of learning materials is not difficult, but it is
difficult to buy one that is suitable for you. For example, some learning materials can really help students get high scores, but they
usually require users to have a lot of study time, which is difficult for office workers. However, CIMAPRA19-F03-1 Study Material
is to help students improve their test scores by improving their learning efficiency. Therefore, users can pass exams with very little
learning time.

CIMA F3 Financial Strategy Sample Questions (Q397-Q402):
NEW QUESTION # 397 
A product costs USD10 when purchased in the USA. The same product costs USD12 when it is purchased in the UK and the price
in GBP is convened to USD.
Which of the following statement concerning purchasing power parity is correct?

A. Economic forces will bring the prices in the USA and UK into line.
B. The exchange rate between the USD and GBP will change so that tie price differential on this product (and at other
products) is eliminated.
C. Economic forces should eliminate the price difference. but there could be market imperfections that permit it to persist.
D. This type of price deferential is a reliable baas for predicting currency movements

Answer: C

NEW QUESTION # 398 
A listed company is planning a share repurchase.
The following data applies:
* There are 10 million shares in issue
* The share repurchase will involve buying back 20% of the shares at a price of $0.75
* The company is holding $2 million cash
* Earnings for the current year ended are $2 million
The Directors are concerned about the impact that this repurchase programme will have on the company's cash balance and current
year earnings per share (EPS) ratio.
Advise the directors which of the following statements is correct?

A. The cash balance will decrease by 20% and the EPS will decrease by 25%.
B. The cash balance will decrease by 20% and the EPS will increase by 25%.
C. The cash balance will decrease by 75% and EPS will increase by 25%.
D. The cash balance will decrease by 75% and EPS will decrease by 25%.

Answer: C

Explanation:
Shares repurchased = 20% × 10m = 2m
Cash used = 2m × $0.75 = $1.5m
Original cash = $2m # decrease = 1.5/2 = 75%
EPS:
Earnings = $2m
Shares before = 10m # EPS = 2/10 = $0.20
Shares after = 8m # EPS = 2/8 = $0.25
Increase in EPS = (0.25 # 0.20)/0.20 = 25%

NEW QUESTION # 399 
TTT pic is a listed company. The following information is relevant:

TTT pic's board is considering issuing new 6% irredeemable debt to re-purchase equity. This is expected to change TTT pic's debt
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to equity mix to 40: 60 by market value. The corporate tax rate is 20%.
What will be TTT pic's WACC following this change in capital structure?

A. 12.67%
B. 13.43%
C. 11.09%
D. 11.66%

Answer: C

NEW QUESTION # 400 
DFG is a successful company and its shares are listed on a recognised stock exchange.
The company's gearing ratio is currently in line with the industry average and the directors of DFG do not want to increase the
company's financial risk.
The company does not carry a large cash balance and its shareholders are not expected to be willing to support a rights issue at this
time LMB is a small services company owned and managed by a small board of directors who are going to retire within the next
year DFG wishes to purchase LMB and has approached LMB's owners, who are broadly open to the proposal, to discuss the bid
and the consideration to be offered by DFG. LMB's owners explain to DFG that they are also keen to defer any tax liabilities they
would be subject to on receipt of the consideration.
Based on the information provided, which of the following types of consideration would be most suitable to finance the acquisition?

A. Loan stock in DFG for the current value of LMB
B. Cash for the current value of LMB
C. DFG shares for a percentage of the current value of LMB plus a three year earn-out arrangement
D. DFG shares for the current value of LMB

Answer: D

Explanation:
DFG doesn't want to increase financial risk # avoid debt (so not loan stock: A).
It has little cash and shareholders won't support a rights issue # cash (C) is impractical.
LMB's owners want to defer tax # share-for-share consideration typically allows tax deferral, unlike cash.
An earn-out (D) creates uncertainty, and they plan to retire within a year, so it's less suitable.
So DFG shares for full value now (B) best meets all constraints.

NEW QUESTION # 401 
A major energy company, GDE, generates and distributes electricity in country A. The government of country A is concerned about
rising inflation and has imposed price controls on GDE, limiting the price it can charge per unit of electricity sold to both domestic
and commercial customers. It is likely that price controls will continue for the foreseeable future.
The introduction of price controls is likely to reduce the profit for the current year from $3 billion to $1 billion.
The company has:
* Distributable reserves of $2 billion.
* Surplus cash at the start of the year of $1 billion.
* Plans to pay a total dividend of $1.5 billion in respect of the current year, representing a small annual increase as in previous years.
However, no dividends have yet been announced.
Which THREE of the following responses would be MOST appropriate for GDE following the imposition of price controls?

A. Actively investigate potential new ways of generating revenue by the sale of related goods and services that are outside the
scope of the price controls.
B. Carry out a wide-ranging review of costs and staffing levels to identify possible cost savings and redundancies.
C. Announce a reduction in the annual dividend to a more sustainable level given the new price controls regime.
D. Raise funds by means of a rights issue in order to maintain historical dividend levels.
E. Actively look for a private equity investor to introduce new and innovative business and financial strategies to the business.

Answer: A,B,C

NEW QUESTION # 402
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